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It is, however, altogether wide of the mark to say that "to
Adam Smith and to his predecessors the history of prices
consisted of this one incident."1 The Digression on Silver
and especially the following section (Effects of the Progress
of Improvement upon the Real Prices of Manufactures)
show that he was alert to the non-metallic factors in the
price equation. On the metallic side, furthermore, he was
precisely right in point of time. "When Adam Smith, with
the scanty material at his command, concluded that English
prices did not commence to rise before 1570, that the price
revolution ran its course by 1636, and that silver declined in
value by two-thirds, he exercised uncanny powers of pene-
tration."2

To the non-economist the lateness of the price rise may be
puzzling. But a mountain of silver cannot raise the price
level by magnetism. It has first to pass into coin or bullion,
and enter thus the circle of foreign trade; and this took
time. By piracy, smuggling and legitimate trade the
trading nations got hold of Spanish silver. This gave a
fillip both to their manufactures and foreign trade; and
thereby they got themselves into the desired position of
exporting goods and services in return for luxuries and solid
cash. In a long encounter, England was the principal
winner, Spain the solitary loser.

The country [Spain] first became suffused with money, then
the surplus metal was fabricated into plate or sent to England,
France and other countries. The principal portion of this
overflow went to England, first because of the dynastic relations
between the two countries, and second, because as Spain had
interdicted her exportation of the precious metals either in the
form of coin or bullion, it was easier to export them*
surreptitiously by sea [to England] than by land [to France].3

The Spanish Treaty of 1630 was important to the rise of
the goldsmith bankers of London, because it brought to them
great profit from the converting of Spanish coin or bullion
into English coin. There was, however, no attempt to
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